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Survival Patterns 
of the Postwar Business Population 

X HIS article presents for the first time comprehensive data 
on the age distribution of the business population of the 
United States and the survival experience to date of busi­
nesses formed in the postwar period. These data provide 
basic background information useful not only for general 
analysis of the dynamics of our business economy but also 
of special interest to business and credit analysts concerned 
with particular sectors of industry. 

Summary of results 

Three-fifths of the 4 million businesses which were in 
operation in the past year had been newly established or 
acquired by transfer since the end of World War II. The 
median age of all operating businesses was about 4K years— 
that is, half of the operating businesses were older and half 
younger than this age. 

Half of the 5K million finns which were newly established 
or acquired during the postwar period (1946-51) had been 
sold or liquidated within about 2 years. To put it another 
way, on the basis of postwar experience there was an even 
chance that a newly acquh'ed finn would last 2 years under 
the same management. The changes dropped to about 1 
out of 3 that such a firm would live to the age of 4. Lack 
of profitability, however, was by no means the only reason 
for the sale or liquidation of a business. 

Among the younger firms, the longer a new concern 
endured, the greater was its life expectancy. At birth (or 
time of transfer), for example, the expectation that a firm 
would survive its first year was about 2 out of 3 but by the 
time a firm reached the age of 5 its chances of living to age 6 
had increased to about 7 out of 8. 

Wholesale trade firms had the best survival record: nearly 
four-fifths survived ths fi.rst full year of operation under the 
NOTE—MISS CHURCHILL IS A MEMBER OF THE BUSINESS STRUCTURE 
DIVISION, OFFICE OF BUSINESS ECONOMICS. 

same management, and 45 percent survived 5 years. At 
the other end of the scale were firms classified in retail trade 
where less than 65 percent survived the first year and only 
one-fifth reached the age of 5 years. 

Small firms predominate in business population 

Survey readers are familiar with the broad pattern of 
change in the business population since 1943, when business 
birth, death and transfer data first became available. 
From the beginning of 1944 to the end of 1951, the terminal 
date of the present study, more than 7 million firms were 
newly established or acquired by transfer. About 6 million 
businesses were sold or liquidated over the same period so 
that there was a net increase of 1 million over the 3 million 
firms in existence at the end of 1943. 

It will also be remembered that by far the largest part of 
the business population is composed of small concerns and 
hence the great postwar tm-n-over reflected the entry and 
exit of such businesses. Seventy-five percent of aU operat­
ing businesses had less than 4 employees in 1948, the most 
recent period for which size-of-firm information is available. 
The concentration of business turn-over among the small 
companies is even more striking: 86 percent of all new and 
discontinued businesses and 83 percent of the businesses 
transferred in 1948 had fewer than 4 employees. A sub­
stantial proportion of these very small firms operated with 
no paid employees. 

In tills light, it is apparent that most of the findings of 
the present study apply primarily to very small concerns. 

Nature of the data 

The estimates of age distribution and life expectancy are 
fitted into the framework of the regular Office of Business 

Tabic l .^Numbcr of Firms in Operation and Number of Businesses Sold or Liquidated 1944-51 by Year of Acquisition 
[Number of firms—tliousands] 

Yoarof ncqulsltion 

1051 
I960 . . 
1040 
1948 
1947 

1940 
1945 
1944 
Prior to 1944 

Total 
busi­

nesses 
started 
1044-51' 

821.3 
804.6 
S18.4 
809.9 

1,033.7 

1,230.5 
877.4 
005.4 

2, 085. 8 

10, 20ri. 0 

Firms remaining in operation under the some ownership on December 3 1 ' 

1044 

666.1 
2.687.1 

3.142.2 

1945 

708.8 
400.7 

2,250. 0 

3,309.3 

1040 

076.3 
600.4 
303.7 

1,083.3 

3,762.7 

1047 

832.5 

604.2 
378.6 
245.6 

1,706.6 

3,947.4 

1048 

706.4 
688.0 

620.7 
308.3 
208.0 

1,648.8 

3, 981.1 

1040 

044. 0 
402.1 
435.6 

414.9 
260.4 
180.5 

1.626.2 

3.953.3 

1960 

680.2 
450.4 
302.1 
345.2 

344.6 
224.7 
157.4 

1,415.1 

3,985.6 

1951 

643.2 
484.7 
345.2 
289.8 
280.7 

205.1 
100.3 
141.0 

1,320.0 

4,014. 0 

Firms sold or liquidated 

1044 

110.3 
308.7 

609.0 

1046 

108.0 
164.4 
327.2 

0S0.2 

1040 

204.2 
208.4 
97.0 

270.5 

84G. 1 

1047 

201.2 

281.1 
121.7 
68.2 

180.8 

849.0 

104S 

194.5 
243.5 

173. 0 
70.3 
30.0 

147.7 

866.3 

1949 

173.8 
213.3 
163.4 

106.8 
47.8 
28.4 

123.6 

846.2 

1960 

184.4 
1SS.2 
130.1 
00.3 

70.4 
35.7 
23.1 

110.1 

832.2 

1051 

178.1 
105.5 
111.2 
72.3 
6.1.6 

49.4 
26.5 
10.4 
89.1 

793.0 

1. Tho number of firms remaining in operation December 31,1044-51, by year of acquisition 
are shown by major industry division in table 0. 

2. For tho years 1944-61, all firms newly established, reorganized, purcliased or otherwise 
acquired by tronster; for years prior to 1944, all firms hi operation, December 31, 1943. Tho 
total in the columns is equal to the sum of all solo proprietorships and other management 

12 

entities counted separately for each business opcrat'cd at any time during tho period 1944-51. 
NOTE.—Detail will not necessarily add to totals because of rounding. 

Source: U. S, Department of Commerce, Office of Business Economics. 
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Economics series on the business population and further 
extend the information on American enterprise available 
from this source.^ The present study is based in part on 
statistics relating to the age of firms which are sold or liqui­
dated, supplied by the Bureau of Old Age and Survivors 
Insurance of the Social Security Administration. In this 
context, therefore, it is important to note that the "age" of 
existing firms refers to the length of time a firm has operated 

Vital Statistics of the 
Business Population 

The median age attained by firms newly 
established or acquired in 1944 is 
roughly half that of firms in 
operation in 1951 

CUMULATIVE AGE DISTRIBUTION 
BUSINESS POPULATION, DEC. 31, 

OF 
1951 

20 

IVIEDIAN 

SURVIVAL PATTERN OF FIRMS 
NEWLY ESTABLISHED OR 

ACQUIRED IN 1944 

AGE OF FIRM-YEARS 
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under a single ownership dated from the time the most 
recent owner established or acquu-ed the concern. As used 
in this report the term "newly acquired" refers to both 
newly established and transferred firms.^ 

It is also important to note that the sale or liquidation of 
a business does not necessarily imply a failure. Past studies 
have indicated that many businesses are given up because of 

1. See "State Estimates of tho Bushiess Population: 1044-61" SUBVEY, Jonuory 1052, "Tho 
Business Population by Legal Form of Organization," SURVEY, June 1061, "Tho SIzo Dis­
tribution of tho Postwar Business Population," SURVEY, May 1060, and "Revised Estimates 
of tho Business Population, 1029-48," SURVEY, Juno 1949. Tlio revised esthnates aio shô vn 
through tho third quarter of 1961, and a revised business transfers series Is presented for tho 
period 1044-61 on pp. 14 and 16 of tho June 1052 Survey. 

2. Because of tho nature of tho basic data supplied by tho Bureau of Old Ago and Survivors 
Insurance it was not possible to measure ago from tho date of establishment without regard 
to any subsequent changes in ownership. Transfers hicludo gotag businesses which are 
purchased, reorganized whotiior with or without a change in legal form of organization, or 
nowly acquired by an individual or management group in somo other way. 

illness or retu-ement of the o^vner, or because of alternative 
opportunities in another business as an entrepreneur or wage 
earner. In a study made in 1946, for example, it was found 
that only half of all liquidations and about one-fourth of all 
transfers were made either to avoid or to minimize a loss.^ 

Age Distribution and Survival Rates 

The age distribution of fu-ms in operation at the end of 
each year from 1944 through 1951 is presented in the columns 
in the left section of table 1. Thus the bottom of the 1961 
column shows that there were 4,014,000 fu-ms in operation at 
the end of 1951. Of this nuihber, 643,200 were acquh-ed in 
1951, 484,700 in 1950 and so on back to 1944. Fhms ac­
quired in all years prior to 1944 are lumped together because 
the basic information needed for a fm'ther breakdown is not 
available. 

In order to clarify the derivation of these age distributions, 
statistics are presented in the right section in table 1 on the 
age of firms sold or liquidated. At the bottom of the 1951 
column, for example, it can be. seen that 793,000 firms were 
sold or liquidated during 1951, of which 178,100 had been 
acquired in 1951, 195,500 in 1950, and so on. The total 
number of firms newly acquired in the 1944-51 period or in 
operation December 31, 1943 (the extreme left-hand column 
in table 1), reduced by the number of these fu-ms which were 
sold or liquidated each year, yields the estimated age dis­
tributions of firms in operation. 

The age distribution of firms in existence is shown on a 
cumulative percentage basis by the top line in the first chart 
for firms in operation at the end of 1951. Fifty percent of 
the firms were about 4K years or younger. Close to one-
third had been acquired or established before 1944, while 
over one-fourth were started after 1949. 

Survival patterns of new firms 

The age distribution, in turn, reflects the number of new 
business acquisitions and their sm-vival experience. The 
survival pattern for concerns acquu-ed in a particular year 
(shown for each year in table 2) is obtained by relating the 

Table 2.—Survival Patterns 1944—51: Percent of All Newly Acquired 
Firms Remaining in Operation at the End of Each Successive 
Year 

Year of acquisition 

1061 
1060 
1040 
1048 

1947 
1040 
1946 
1044 

Percent in operation December 31 

1944 

83.4 

1045 

80.8 
00.2 

1046 

78.7 
57.0 
45.0 

1047 

80.6 
60.0 
43.2 
30.9 

1048 

78.4 

67.0 
42.0 
36.1 
31.4 

1040 

78.8 
64.7 

42.1 
33.6 
20.7 
27.1 

1060 

78.7 
65.8 
40.2 

33.4 
27.8 
25.0 
23.7 

lost 

78.3 
60.1 
42.2 
32.2 

28.0 
23.8 
22.7 
21.2 

Source: U. S. Department of Oommerco, Olllco of Business Economics. 

number of fii-ms remaining in operation at the end of each 
successive year to the total acquired in the year of origin. 
The 1944 pattern is illustrated by the bottom line in the 
fn-st chart. Thus, of the firms that were started in 1944, 
83 percent sm-vived until the end of 1944, 60 percent until 
the end of 1945 and so on, so that by the end of 1961 only 
21 percent of such fii-ms were stUl in existence. 

For the business population as a whole, the survival 
pattern of newly acquired businesses'has been remarkably 

3. "Business Turnover and Causes of Failure," SURVEY, April 1947, 
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stable throughout the postwar period. This may bo seen 
by reading along any diajjonal from lower loft to upper right 
in table 2, which gives the percentages of firms acquired in 
each of the years shown which survived to any given year. 
The top diagonal, which gives the percentages surviving to 
an average age of 6 months, shows that regardless of year 
of acquisition, survival rates varied within the relatively 
narrow range of 78 to 83 percent. Tlie third (lia<;onal, 
reflecting survival to at least the age of 2}^, shows a similarly 
narrow range, from 40 percent for the 1948 firms to 46 
percent for the 1944 firms. 

I t is worth noting, however, that the firms acquired during 
the war years of 1944 and 1945 fared somewhat better than 
those acquired in later years. Both the number of firms in 
operation and the number of new businesses were substan­
tially lower in 1944 than in succeeding years. To the extent 
that numbers are an indication of the degree of competition 
the concerns establislicd in the early years may well have 
started in a more favorable environment. 

Industry differences in survival rates 

Considerable variation in survival patterns by industry is 
revealed by table 3, wliicli presents the median ages attained 
by firms newly acquired in each year 1944-49 as well as tlie 
proportions surviving 1 and 2 years. Complete survival 
patterns are not shown by major industry divisions but may 
be derived from the basic data presented in table 8. 

In each year shown, the incdian age attained was greatest 
in wholesale trade and finance. Average ages considerably 
higher than the all-industry figure were also reached by new 
firms in transportation and construction. In each of these 
4 industry divisions the highest median ages were attained 
by firms acquired during 1944 and 1945. A slight downward 

Tal)le .3.—Median Apes Attained l>y Firms, Newly I<^slablislii-d 
or Acquired, and Percent Surviving 1 and 2 Years by Major 
Industry Division and Year of Acquisition 
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Median age attained [Years] 

2.2 
2.0 
1.9 
2.0 
1.8 
1.9 

71.8 
68.9 
67.4 
68.8 
66.5 
67.3 
67.4 

62.9 
50.1 
49.0 
49.6 
47.6 
40.0 

1.6 
1.8 
1.0 
1.6 
1.4 
1.8 

64. 0 
67. I 
68.0 
66. 6 
61.4 
00.8 
63.0 

44.0 
47.6 
48.8 
43.0 
40.2 
47.6 

3.0 
4.3 
3.0 
2.7 
2.6 
2.8 

1.9 
2.3 
1.9 
1.7 
1.6 
1.6 

4.0 
3.3 
2.4 
2.4 
2.3 
2.0 

4.9 
4.6 
.3.4 
3.2 
3.4 
3.2 

Surviving one year or more [Pe 

77 9 
79.8 
74.2 
7.̂  3 
71.8 
74.5 
72.3 

69,7 
70. U 
69.0 
05.11 
64.7 
63.7 
07.6 

79.6 
76.7 
70.7 
71.11 
71.0 
72.0 
74.7 

87.0 
83.9 
79. 1 
78.4 
78.(1 
77.4 
80.9 

Survlvinif two years or more [Pc 

64.0 
60.0 
59.6 
68.4 
65.7 
69.6 

49.0 
64.2 
48.5 
46.1 
43.5 
44.3 

66.3 
60.8 
5.1.0 
.55.0 
54.0 
56.7 

73.9 
70.1 
64.1 
62.4 
62.5 
63.1 

1.7 
1.5 
1.0 
1.7 
1.0 
1.6 

rcent] 

67.1 
63.7 
63. 9 
6,'-). 9 
64. 0 
64.2 
63.9 

rcent] 

45.4 
42.2 
44.5 
4(5.7 
43.8 
44.5 

5.4 
5.6 
3.4 
3.0 
2.6 
2.8 

83.0 
83.2 
78.1 
77. U 
74..'; 
75.6 
76.3 

70.8 
71.2 
64.0 
01.4 
67.8 
60.1 

2.4 
2.0 
1.8 
2.1 
1.9 
2.1 

73.3 
08.3 
66.0 
09.8 
60. 0 
6S. 6 
07.0 

55.0 
49.6 
47.6 
51.3 
48.3 
61.1 

trend continued after 1946 in contract construction and 
finance. 

The median ages attained by newly acquired firms in the 
remaining 4 industry divisions cluster within G months of 
the all-industry average in each year, l l i e over-all figure, of 
course, is heavily influenced by the large proportion of retail 
businesses. The greatest stability in median ages attained 
during the whole 1944-50 period is found in the retail trade 
division. 

l i f e Expectancy 
a m o n g y o u n g e r f irms v a r i e s b y 
industry, but in al l c a s e s r i s e s wi th a g e 

/Oo 

60 

Percent of f i rms in operat ion surv iv ing 
AT LEAST one add i t i ona l year** 

l¥flOLeSAL£ TRADE 

LL INDUSTRIES 

MAN'.TACTURINO 

' RETAIL 

z 
AGE OF FIHIVt 

4 
YEARS 

Bosed upon averoge experience, 1 9 4 5 - 5 0 
. S. D£PAHTMCNT OF COMMEWCC. OFFICE OF BUSINESS ECONOMICS 

Source: U. 8. Department of Commerce, OlDce of Business Economics. 

Another approach to industry ditt"erences in survival pat­
terns may be seen through the lower sections of table 3, 
wliicli present the proportions of all newly acquired firms sur­
viving to 1 and 2 years of age. Somewhat more than two-
tliirds of all newly acquired firms survive their first year 
of operation and about half survive for 2 years. Relatively 
low ])roportions of mining, manufacturing and retail trade 
firms and high proportions of firms in wholesale trade and 
in finance attain these ages. 

The above-noted differences among the industries persist 
when the survival patterns for the entire span of ages avail­
able are considered, except for manufacturing. Here newly 
acquired firms survived slightly better than average during 
the first 2 years of operation but less well between 2 and 
6 3'ears. 

Life expectancy by age of firm 

Of particular interest are the changes which occur in the 
probability of survival as a firm grows older. Data are 
available for too short a period to allow setting up full life 
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expectancy tables for the business population. However, 
the proportions of firms surviving at least one additional 
year of operation under the same management are shown by 
age of firm up to 5% years in table 4 and by selected industry 
divisions in the chart. I t should be emphasized that table 
4 and this chai-t are based upon the average 1945-50 experi­
ence and that deviations from the generally high level of 
economic activity and business population turnover which 

Tabic 4.—Percent of Firms Remain ing in Operation a t Least One 
Additional Year by Age of Firm and Industry Division 
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Source: U. S. Department of Commerce, Ofllco of Business Economics. 

prevailed during this period might, of course, affect to some 
extent the proportions shoAvn in the chart. 

The chart illustrates how life expectancy of a newly 
acquu-ed firm improves with each year the firm remains in 
operation. Based on the average 1945-50 experience, and 
without regard to such factors as the capitalization of the 
business and the previous training and experience of the 
management, the chances are about 2 out of 3 that a newly 
acquired firm AviU survive its full year of operation. By the 
time a firm has lived a full year, however, the chance of 
surviving to age 2 has increased to nearly 3 out of 4, and by 
the time a firm has reached the age of 5K the chance of its 
living another year has increased to almost 9 out of 10. 

Increased life expectancy as the firm ages is evident in 
each major industry division at least up to the age of 5% 
years; however, the improvement is much sharper than 
average in the service industries and as seen in table 4, in 
mining and quarrying. Although the initial life expectancy 
of service firms is about average, at the age of 5% years firms 
in this group have a life expectancy wliich is exceeded only 
by that for firms in wholesale trade and in transportation 
(not shown in the chart). Moreover, the du'ection of this 
curve for the service industries is still sharply upward at 
5}i years, while the data for the transportation firms suggest 
some leveling off at that point. 

The improvement in life expectancy with increased age is 
least for the finance division. Although the proportion 
surviving the first year for this industry is second only to 
that for wholesale trade, by the age of 5% jears the life 
expectancy of firms in this division is only slightly higher 
than average. 

The lowest life expectancy occurs in the case of newly 
acquired retail trade firms; on the average, a retail firm 
must attain an age of 3K years before it has a life expectancy 
which is at least as great as a newly acquired wholesale firm. 

As was noted above, the survival experience of all firms 
acquired during 1944-45 was somewhat better than that of 

firms acquired in later years. This pattern was reflected in 
practically all major industries as shown in table 3. From 
1945 through 1949 there was a rather steady downward 
trend in survival prospects for manufacturing concerns, 
which in the early period had a (one or more year) sm-vival 
pattern approximating the all-industiy average. A marked 
improvement was noted in this industry in 1950 bringing 
the fiLrst year survivors among newly acquu-ed manufactur­
ing firms again in line with that for all firms. 

For most of the other areas, survival experience after the 
years of transition from war to peace showed no clear-cut 
trends either up or down. It is interesting to note, however, 
the almost uniform rise in mortality rates for younger fii-ms 
in the mildly recessionary conditions of 1949. This is 
refiected, for example, in the data for 1948 where the propor­
tions of new firms surviving at least one year fell for each of 
the eight industries covered in the studj'. 

Minor industry survival patterns 

No direct information on the sui-vival experience of firms 
is available by minor industry groups. As is noted below, 
however, under conditions which maintain the business 
population at a constant age distribution and level, the sur­
vival pattern can be directly computed from the over-all 
rate at which firms are newly acquired or are sold or liqui­
dated. These two rates are identical under these conditions. 
Since major departures from stability tend more or less to 
affect all groups, it is quite likely that turnover rates are 
indicative at least of the relative position of the minor in­
dustries with respect to survival patterns. 

Table 5 i)resents average turnover rates from 1949 to 1951 
for the major industries and for mmor groups in manufac­
turing, retail trade and sei-vices. These minor groups are 
ranked (from lowest to highest turnover rates) Avithin their 
respective industries. The last column of the table is pre­
sented primarily to show the correlation of major group 
"turnover" rankings with the rankings as measm-ed by an­
other index of survival experience, the median age achieved 
by new concerns in the 1945-50 period. As may be seen, 
the relative positions of the industries are rather close under 
the two methods. Hence it is believed that the ranks of 
the minor industry groups—available only from turnover 
data—may be taken as fairly reliable indexes of relative 
survival rates. 

Within the retail trade division, for example, only three 
of the seven groups have discontinuance plus transfer rates 
in excess of that for all industries combined—^filling stations, 
eating and drinking places, and the food and liquor group. 
Thus it may be that these divisions have life expectancies 
lower tihan average and that the life expectancy of firms in 
other lines of retail trade is better than average. 

Within manufacturing the better records were achieved 
in printing and publishing and in the manufacture of paper 
and products; stone, clay and glass; and metals and metal 
fabrication. It may be noted that the relatively poor record 
for manufacturing as a whole is largely attributable to the 
lumber group in which the structure of the industry makes 
for extremely high turnover rates. 

Transfers versus new businesses 

The relative importance of newly established and of trans­
ferred firms among all newly acquired businesses may also 
be seen in table 5. In manufacturing, for example, nearly 
twice as many firms are newly established as are acquu-ed 
by transfer. In retail trade, on the other hand, the opposite 
situation prevails, and it is more than twice as likely that a 
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newly acquu-ed business will be purchased or otherwise ac­
quired from other owners than that it will be an entirely 
new concern. 

The entry rates or the discontinuance rates (as opposed 
to discontinuance and transfer rates combined) would 
probably give a good indication of the relative position of 
the industries -with respect to sm-vival from date of original 
establishment. It is not possible to eliminate transfers 
from the age distributions and hence a measure of age from 
the date of a fu-m's establishment, regardless of subsequent 
transfers, cannot be determined. Table 5 would suggest, 
however, that the survival experience of retail fii-ms might 
be close to the all industry average. Or to take another 
example, it would appear from the table that the relatively 
good survival experience (based on data including transfers) 
already cited for wholesale trade might be exceeded by 
finance fii-ms. 

Age Characteristics of Operating Firms 

The age distribution of firms in operation at any one time 
clearly depends not only on the survival patterns of newly 
acquired firms but also on past levels of acquisitions. The 
cmxent over-all age distribution has been described above, 

T a b l e 5.—^Annual A v e r a g e B u s i n e s s T u r n o v e r R a t e s 1 9 4 9 - 5 1 b y 
I n d u s t r y D i v i s i o n a n d G r o u p a n d I n d u s t r y D i v i s i o n R a n k b y 
A v e r a g e M e d i a n A g e A t t a i n e d 1 9 4 5 - 3 0 

AlUnduslrlcs 

Mining and quarrying 

Contract construction 

Manufacturing 
Food and Icindred products 
Textiles and textile products 
Leather and leather products 
Lumber and lumber products 
Paper and allied products 

Printing and publishing 
Chemicals and allied products' 
Stono, cloy and glass products 
Metals and metal products 
other manufacturing' 

Tmnsportation, communication and 
other public utilitica 

Wholesale trade 

Hetall trade 
General merchandise , 
Food and liquor 
Automotive 
Apparel and accessories 

Eating and drinking places 
Filling stations 
Other retail trade 

Finance, insurance and real estate 

Service industries 
Hotels and other lodging places 
Personal services 
Business services 
Automobile repair 

Miscellaneous repair 
Motion pictures 
Other amusements 

1949-51 Annual average turnover 
rates' 

Entry 
rate 

192 

130 
48 
00 
76 

280 
00 

61 
84 
80 
99 

100 

128 

83 

83 
62 
02 
00 
80 

114 
102 
76 

64 

80 
00 

111 
80 

100 
91 

162 

Discon 
tinuance] 

rate 

145 

141 

150 
176 
113 
112 
283 
70 

30 
107 
153 
82 

141 

94 

127 
00 
07 

66 

84 
80 
73 
75 

101 

76 
03 

100 

Trans­
fer 

rate 

112 

73 

46 

71 
82 
58 
47 
80 
4B 

71 
01 
84 
00 
06 

56 

SO 

1G9 
77 

142 
9 1 
74 

284 
310 
83 

BO 

95 
154 
105 
60 
72 

58 
87 

103 

Discon­
tinuance 

plus 
transferl 

rato 

218 

186 

221 
268 
171 
160 
363 
124 

110 
228 
137 
161 
200 

150 

131 

269 
131 
232 
176 
164 

411 
418 
160 

112 

179 
243 
178 
136 
173 

133 
160 
200 

Rank 

By rate] 
sold or 
liqui­
dated 

By 
1945-60 

average 
median 

lattalned 

but may be briefly reviewed at this point to serve as back­
ground for the following more detailed discussion of age 
characteristics of business firms. Of the 4 million firms in 
operation at the end of 1951, half were younger than 4 years 
and 4 months and two-thirds had been newly established 
or acquired since the beginning of 1944. The chart shows the 
distribution of these yoimger firms by year of acquisition 
as well as the total number of firms newly acquired in each of 
the years 1944-51. 

Firms in Operation in 1951 
reflect timing and number of business acquisitions 

1,600 

1,200 

6 

•n 

800 

400 

ALL NEWLY ESTABLISHED 
OR ACQUIRED BUSINESSES 

5 0 49 48 47 46 4 5 
YEAR ESTABLISHED OR ACQUIRED 

a S. DEPARTMENT OF COMMERCE. OFFICE OF BUSINESS ECONOMICS 

The effect of previous levels of acquisitions upon the age 
* distribution of &ms in operation is evident from the chart. 
8 For example, the relatively large number of firms which 

III were acquired in 1946 is now in operation because of the 
:;; high bu-th rate which characterized that year. The almost 

equal numbers of all firms now operating which were acquii-ed 
"I in each of the years 1946-49 follows in part, however, from 

the decline in number of acquisitions which occurred during 
2 this period. This effect of the heavy acquisitions during 
5 1946 is even more apparent in each of the industry divisions, 

- ; except retail trade and the service industries. 
--- The age distribution of firms in operation as of December 

31 for each of the years 1944-51 may be found for all firms 
-" combined in the left hand section of table 1 and for the major 
--- industry divisions in table 8. As already noted, it has been 
— necessary to combine all firms acquired prior to 1944 in 

1. The number of new, discontinued or transferred Arms during the period per 1,000 llrms in flip'sp t n b l p s T o f a c i l i t a t e c o m n a r i s o n betw^PPn t h p i n d u t s t r v 
operation at tho beginning of the period. The turnover rates were computed separately for \^'^f° l a o i e s . X O l a c i l i o a i e c o m p a r i s o n D e t w e e n t n e m a U S i r y 
each of tho years 1949-61; shown are tho three-year annual averages. d iVlS lOnS, t h e a g e d i s t r i b u t i o n s Ot firms Ul O p e r a t i o n D e c e m b e r 

3:Sd|-sfobS,"uWroXe"ts^ 31, 1951, are shown on a cumulative percentage basis in 
Source: U. S. Department of Commerce, Offloo of Business Economics. t a b l e 6 a n d m t h e c h a r t . 
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Industry differences 

For all industries combined only one-third of the firms in 
operation were as old as 7}^ years, and conversely, about 
one-sixth were 6 months or less. The highest proportions of 
firms 7% years and older at the end of 1951 are found in 
finance (49 percent) and in muiing (43 percent), with manu­
facturing (37 percent) and the service industries (36 percent) 
also higher than average. Contract construction with 17 
percent over 7K years old; transportation with 28 percent; 
and retail and wholesale trade, each with 32 percent, are at 
the lower end of the scale. 

It is of interest that this order contrasts veiy sharply 
with that obtained from the proportion of firms newly 
acquired in 1944 which survived 7% years. Of the firms 
acquu-ed in 1944, the proportion surviving to an age of at 
least 7}i years was lowest in retail trade (9.9 percent), with 
mining and quarrying (10.4 percent), and manufacturing 
(13.8 percent) faring not much better. 

These differences in the ranking of industry divisions with 
respect to the proportion of firms newly acquired which 
attain a certain age and the proportion of firms in operation 
which are that age or older are not inconsistent. To some 
extent in all industries and particularly in the latter three 
industries mentioned above, there is a rather solid core of 
older and larger fii-ms which have established then- position 
in the market and have been successful in withstanding the 
fluctuations in business conditions. Around this core is the 
volatile element of the business population where firms are 
usually much smaller, capital requii-emcnts lower, and busi­
ness turnover high. 

Tabic 6.—Cumulative Percentages of F irms in Operation December 
31,1951, by Age of Firm and Median Ages of Firms in Operation 
December 31, 1945-51, by Major Industry Division 
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42.8 
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82.4 
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48.4 
30.4 
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71.2 

old 
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3.5 
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Source: U. S. Department of Commerce, Oilloo of Business Economics. 

Cumulative Age Distribution of Firms in Operation, 
December 31 , 1951, by Major Industry Divisions 
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Table 7.—^Median Ages of F irms Sol<l or Liquidated by Major 

Industry Division, 1945—51 

[Years] 

Table 8.—^Number of Firms in Operation December 31,1944-51, by 
Year of Acquisit ion and by Major Industry Division—Continued 
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Source: U. S. Department of Commerce, OITlcc of Business Economics. 

The business population increased rapidly from 1943 until 
the middle of 1948 and has since changed but little. Shifts 
in its age composition during the postwar period as well as 
in the relative positions of the major industiy divisions wth 
respect to ago arc illustrated by the lower section of table 6 
which shows the median ages of finns in operation December 
31 of each year 1945-51. 

From December 31, 1945, to the end of 1947 the median 
age of all operating businesses declined slightly as would bo 
expected in a period of rapid growth in the business popu­
lation. Thereafter it increased steadily. However, only 
two of tho major industiy divisions—retail trade and manu­
facturing—show this movement. In the transportation, 
finance, and service industries, the median ages of firms in 
operation advanced steadily from 1945 to 1951. 

Table 0.—^Number of Firnis in Operation December 31, 1944—.51, by 

Year of Acquisit ion and by Major Industry Division 
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Firms in operation, December 31,1949 
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Firms in operation, December 31,1947 
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329.6 

161.3 
97.4 

478.8 

727.5 

Firms in operation, December 31,1944 

655.1 
2, ,187.1 

3,142.2 

4.3 
20.7 

31.0 

30.2 
129.0 

ICO.l 

42.4 
209.0 

251.9 

29.0 
101.1 

130.9 

24.1 
128.0 

162.1 

252.0 
1,107.9 

1,419.8 

40.9 
277.2 

318.1 

131.4 
546.7 

678.1 

1. See footnote 2, table 1. 
Note.—Detail will not necessarily add to totals because of rounding. 
Source: U. S. Department of Commerce, OBlco of Business Eoonomlcs. 

Comparison with census of business 

The 1948 Census of Business classifies establisliments en­
gaged in retail trade by year of acquisition. Although the 
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proportion of establishments which failed to report the date 
of acquisition is rather large (12 percent), when those single 
unit establishments which did report are arraj'ed by age of 
fii-ms, the agi'cement with the business population data 
presented here for retail trade is strilcing. 

The median age of 1948 Census single unit establishments 
(2.6 years) agrees with that found for the 1948 retail business 
population. Furthermore the two cumulative age distribu­
tions are very similar up to the age of 4)^ j'^ears when the 
business population information breaks off. 

Age composition of firms sold or liquidated 

Table 7 presents, by industry division, tho median ages of 
businesses sold or liquidated. Comparison of those data 
with the other median age tables clearly indicates that the 
average age of firms sold or liquidated is much lower than 
attained by new firms or than that of concerns in operation. 
This supports the findings, discussed above, that problems 
of sm'vival are most formidable in earlier years of business 
life. 

Survival patterns vs. age distributions 

Age distributions of existing businesses or of firms sold or 
liquidated have sometimes been used to represent survival 
patterns of newly acquired businesses. I t is of interest, 
therefore, to examine the actual relationship between survival 
patterns and age distributions of (a) operating businesses 
and (b) firms sold or liquidated. I t can be shown that only 
under static conditions—that is, births equalling deaths 
over an extended period of time, and the number of operat­
ing businesses remaining constant with respect to both level 
and age distribution—will the age distributions give a true 
image of the survival pattern of new firms. 

The above conditions have not been approached except 
possibly for rather brief inteiwals of time. As may be 
seen from the long-term growth of the business population, 
business births have, on the average, exceeded business 
deaths. The postwar period was characterized by very 

rapid growth in the number of operating businesses until 
the middle of 1948 when the business population leveled 
ofl". However, throughout the period, young firms were 
found to be the most vidnerable, having death rates con­
siderably in excess of older firms. 

The relationship between the survival patterns of firms 
acquired in 1944 and of firms in operation December 31, 1951, 
for all industries combined can be seen in the first chart. 
These particular years were chosen to allow showing each of 
the disti'ibutions up to the maximum age present data permit. 
The use of other years would not affect the picture 
significantly. 

The cumulative age distribution of firms in operation 
December 31, 1951, exceeds the survival pattern of firms 
acquu-ed in 1944 at all ages and both these distributions 
exceed the cumulative ago distribution of firms sold or liqui­
dated during 1951 (not shown in the chart). Considerable 
error would obviously be introduced by substituting any 
one of these distributions for one of the other two. 

I t is of interest that the relationship between the survival 
pattern and the two age distributions found for all industries 
combined is duplicated in only two of the major industry 
divisions—finance and the service industries. In wholesale 
trade, the cumulative age distribution of firms in operation 
is not grcatty dift'erent from the survival pattern, but both 
exceed the cumulative age distribution of firms sold or liqui­
dated. The same tendency is apparent, particularly at the 
younger ages, in contract construction and in transportation. 
In the remaining major industry divisions—retail trade, 
manufacturing and inhiing—although the survival patterns 
and the cumulative distribution of firms sold or liquidated 
nearly coincide, the cumulative ago distribution of firms in 
operfition far exceeds both. 

The similarities or the differences between the distribu­
tions within the industries can, of course, be explained 
through consideration of such factors as past patterns of 
acquisitions in the industry together with the survival 
experience of newly acquired firms, and the recent rate of 
growth or decline in the industry. 

U. S. Direct I n v e s t m e n t s i n Foreign Countries 
(Continued from Page 11) 

which they are located. This item can not be accurately 
evaluated but may be well in excess of $500 million. 

Other reductions have been made to eliminate certain 
companies no longer considered United States direct invest­
ments, such as foreign branches and subsidiaries of enter­
prises incorporated here but owned by foreigners ($240 
million) and foreign corporations whose stock is widely held 
in the United States but without American-controlling par­
ticipation in management ($140 million). 

Finally, certain items such as exploration losses and deple­
tion charges, which appear as capital outflows in the balance 
of payments, are not included as capital investments in the 
books of the reporting companies; these items amounted to 
approximately $200 million by the end of 1950. To some 
extent these reductions in the former estimates were ofl'set 
by investments made since the war which were not previously 
recorded, as well as various upward adjustments on the 
foreign books. 

Technical Notes 

Census definitions and methods of compilation: 
Definitions: As used for tho purpose of this census, tho term foreign direct Investments 

Includes tho following: 
1. The value of tho United States equity In foreign business organizations owned to the 

extent of 25 percent or more ot tlie voting securities of tho foreign corporations, by persons, or 
groups of nlllllated persons, ordinarily resident of tho United States, and analogous interests 
in partnerships and othor organizations. 

2. Tho United States equity In foreign corporations whoso voting stoclj is publicly held 
within the United States to an aggregate extent of 60 percent or more but distributed among 
stoolcholders so that no one Investor or aOlliated group of investors owns as much as 25 percent. 

3. Outright ownership of real property, other than property hold solely for the personal use 
of tho ownor, or of a sole proprietor typo of business entorpriso. 

4. Tho net assets of foreign branches of United States companies. A branch is defined as a 

business enterprise conducted abroad by a United States corporation in Its own right and not 
through a subsidiary foreign co.iipany. 

The United States equity in these types of controlled foreign enterprises Includes the boolc 
value of all capital stock iieUl In the United States, whetlior by tlio parent company or otiiers, 
tho equity of those stocl;holdors in surplus and sinplus reserves, the not balance of intercom­
pany accounts between the foreign enterprise and Its parent orgonkatlon or United States 
amiiatcs of tho parent organization, and iong-torai Indebtedness payable to the parent com­
pany or nonamiiated United States persons, to tlio extent that Information regarding tlio latter 
Indebtedness was available. 

Since information was not speciflcaily requested regarding tiie extent of the foreign organiza­
tions' liabilities to United States interests other than tho reporter, or regarding tho assets held 
in the United States by tho foreign organizations aside from accounts payable by tlio parent 
company, tho data may in some cases overstate or undorstato tlie equity in not foreign assets 
controlled by United States interests in dircet-investmcnt enterprises abroad. 

Scope: Replies in tlio census wore mandatory under authority granted in tho Bretton 
Woods Agreements Act. Forms and Instructions were mailed to all Icnown iiolders of re­
portable Investnients. Foreign diroct Investments not included in the census are probably 
relatively hisigiilflcant in relation to tho total value reported, although they may bo largo In 
number. 

Reports for Investments located In countries with Communist governments were incom­
plete, and, when reported, tho information was generally applicable to an earlier date and 
was unreliable. Consequently, Investments In tlicso countries except Yugoslavia have boon 
omitted entirely from the 1960 data. 

Values: The dollar values represent tlie amounts carried on tho books of the foreign organi­
zation converted into United Stales dollars. Wliorc these conversions were ordinorily made 
on their own books by reporters they were required to submit their reports in both foreign 
curreney and United States dollars. 

If tho reporter did not ordinarily convert tho foreign currency into United States dollars, 
tho report was submitted in foreign currency only. Reports submitted In foreign currencies 
only were converted to United States dollars by using the average rato of conversion derived 
from reports employing both enrrencies. Reporters that submitted statements in both 
currencies usually converted to United States dollars by using tlio exchange rate current at 
tho date of the report to convert current assets and liabilities. 

Fixed assets and related depreciation reserves were generally converted at tho rate current 
at tho time tho assets were acquired. To tho extent tliat fixed assets were acquired at ox-
cliange rates liighcr than the rate of exchange current at the date of tho report, tliis method 
of converting to United States dollars resulted in average conversion rates soniowhat liigher 
than tlio rates current at tho end of 1960. 

This metliod Is dlHerent from that employed in previous surveys where, generally, all 
amounts were converted at tho then current rates ot exchange. Tho values arrived at con­
form OS nearly as possible to standard accounting practices but, as mentioned in the text, 
they are generally lower than market values or replacement costs at current price 
levels. 

Industry classification: Tho reports submitted were financial reports consolidating all the 
activities ot a foreign corpcratlon or branch operation. No breakdown based on typo of 
aetivity was required. The reports were therefore classified on tho basis of what was con­
sidered to bo the major field of activity. 

In a few instances, foreign corporations have established subsidiary companies to handle 
incidental functions which might ordinarily have been the responsibility of a division witbhi 


